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ADDENDUM TO THE FINANCING AGREEMENT
BETWEEN
THE GOVERNMENT OF MONTENEGRO
AND

THE EUROPEAN UNION, REPRESENTED BY THE ECROPEAN
COMMISSION

CONCERNING THE NATIONAL PROGRAMME FOR
MONTENEGRO UNDER IPA — TRANSITION ASSISTANCE AND
INSTITUTIONAL BUILDING COMPONENT FOR 2011



ADDENDUM No 2 TO:

The Financing Agreement concerning the National Programme for
Montenegro under the IPA Transition Assistance and Institutional
Building component for 2011 as originally concluded on 12 March
2012 between the Government of Montenegro and the European
Commission and last amended on 22 October 2012.

Whereas

(a)

(b)

The Commission adopted on 14 November 2011 (Implementing
Decision C(2011)8069) the National Progrumme for Montenegro under IPA-
Transition Assistance and Institutional Building Component in 2011, The
Programme was amended by Commission Implementing Decision
C(2012)6980 of 4 October 2012, A Fiuncing Agreement was concluded on
12 March 2012 between the Government of Montenegro and the European
Commuission to implement the Programme which was amended on 22 October
2012.

An amendment to the above Decision was appropriate in order to modify the
management mode for part of project Y "Strengthening the Rural development
programme under the Instrument for Pre-Accession Assistance in Rural
Development” as well as to add an activity. The grant scheme will be
implemented through a joint management with the World Bank given its long
experience in supporting sustainable agriculture and rural development in a
manner consistent with the EU pre-accession requirements. This change 1s
justified by the pooling of this grant scheme with another 1IPA funded grant
scheme adopted under the Commission Implementing Decision C(2012)9675
of 13.12.2012 under a single contract with the World Bank.

The amendment further was appropriate to modify the number of procurement
procedures and the management mode for part of the project 13 "Support to
Preparation of Projects [or IPA Component UI". The project design and
implementation mode must be reviewed in order to fit the number of
(unrelated) beneficiaries, and the very specific needs which cannot be
accommodated under a single contract. The service contract procurement
procedure is therefore broken down into a number of procurement procedures.
Activity 5 will be implemented under joint management with United Nations
Industrial Development Organisation, given that UNIDO has already assisted
the Ministry of Economy and has the specific expertise in the area of clusters
creation and diagnosis.

This medification aims at heing more efticient and effective in  the
implementation of the projects and also takes into account the changes in the
projects’ environment. Hence. the 2011 Implementing Decision has been
amended by Commission Implementing Decision C(2013)9396 adopted on 16
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December 2013, whereby the Financing Proposal to the Commission
Implementing Decision has been modified.

(<) An addendum to the Financing Agreement shall therefore be concluded in line
with the amending Commission Implementing Decision C(2013)9396 of 16
December 2013.

Article 1
The Annex A (National Programme for Montenegro under IPA — Transition
Assistance and Institwtional Building Component for 2011) to the Financing
Agrecment is replaced by the one adopted with the Commission Implementing
Decision C(2013)9396 of 16 December 2013,

Article 2
All other terms and conditions of the Financing Agreement remain unchanged.

Article 3

This addendum to the Financing Agreement is drawn up in duplicate in the English
language.

Article 4 — Entry into force
This Agreement shall enter into force on the date of signature. Should the Parties s1gn

on different dates, this Agreement shall enter into force on the date of signature by the
sccond of the two Parties.

P o
Signed, for and on behalf of ithe _Signed, for awd on behdlf of the
Commission by A7 Government of Montenegro

European Commission National IPA Coordinator

Directorate-General Enlargement Ministry of Foreign Afttairs and
B - Montenegro, Iceland, the former LEuropean Integration

Yugoslav Republic of Macedonia,

Turkey

Datc: A® Dacostn NN Date: 9 e if\:'\'- /"'\ 5



ANNEX A

NATIONAL PROGRAMME FOR MONTENEGRO UNDER THE IPA
TRANSITION ASSISTANCE AND INSTITUTION BUILDING COMPONENT FOR
THE YEAR 2011 ADOPTED BY COMMISSION IMPLEMENTING DECISION
C(2013)9396 OF 16 DECEMBER 2013

1 IDENTIFICATION

Beneficiary MONTENEGRO
CRIS number 2011/023-173
Year 2011

Cost EUR 26 493 599

Implementing Authority

European Commission, except for:

Project | (Strengthening justice reform), through joint
management with United Nations Children's Fund
(UNICEF); and

Project 9 (Strengthening the Rural development
programme under the Instrument for Pre-Accession
Assistance  in Rural Development  (IPARD))
implemented by joint management with the World Bank
through an Administrative Agreement

Project 12 (Strengthening State Aid management),
through  indircct  centralised management  with
Gesellschaft fiir Internationale Zusammenarbeit ( GIZ).

Project 13 (Support to Preparation of Projects for [PA
Component [M) implemented by joint management with
the United Nations Industrial Development Organisation
(UNIDO) through a Contribution Agreement

Final date for concluding the
financing agreements

31 December 2012

Final dates for contracting

Three years following the date of conclusion of the
Financing Agreement.

No deadline for audit and evaluation projccts covered by
this Programme, as referred to in Article 189 (2) of the
Financial Regulation.

These dates apply also to the national co-financing,

Final dates for execution

Two years following the end date for contracting,

These dates apply also to the national co-financing,

Sector Code

15130, 16010, 16020, 15112, 14020, 23010, 21010,
11110, 43040, 31195, 16320, 43082

Budget line(s) concerned

BGUE-B2011-22.020100-C1-ELARG
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Programming Task Manager Unit B1 Montenegro, Iceland

Implementation Task Manager Delegation of the European Union in Montenegro.

2.  PRIORITIES FOR EU ASSISTANCE

Montenegro applied for EU membership in December 2008. In April 2009, the
Council asked the Commission to prepare an "Opinion" on the country's application.
After the assessment of the responses 10 a guestionnaire, the Commission adopted its
Opinion on 9 November 2010, which covers all aspects of the accession criteria,
political, cconomic and relating to Montenegro's capacity to implement EU law. Tt
recommended that "the Council should grant Montenegro the status of candidate
country." On 17 December 2010, "The Furopean Council ... agreed to give
Montenegro the status of candidate country”.

For the purpose of the present annual programme, it is important to note that in the
Commission's Opinion, the “Commission considers that negotiations for accession (o
the European Union should be opened once the country has achieved the necessary
degree of compliance with the membership criteria and in particular the Copenhagen
political criteria requiring the stability of institutions guaranteeing notably the rule of
law. In this regard Montenegro needs in particular to meet key priorities.”

Thus, for the present IPA programme, these key priorities are of high importance.
They are the following: improve the legislative framework including for the
Parliament; complete public administration reform; strengthen rule of law; improve
the anti-corruption legal framework and implement the government's anti-corruption
strategy and action plan; strengthen the fight against organized crime; enhance media
freedom and strengthen cooperation with civil society; implement the legal and policy
framework on anti-discrimination; adopt and implement a sustainable strategy for the
closure of the Konik camp.

One of the practical implications for Monienegro in receiving candidate status in 2010
is the access to the other three components of IPA, namely regional development;
human resources development; and agriculture and rural development, as soon as the
IPA regulation will be amended, thus transferring Montenegro from Annex 2
{(potential candidate countries) to Annex 1 {candidate countries). In that perspective,
the priorities for EU financial assistance in this national programme arc
- to prepare Montenegro for the management of Structural Funds for the future EU
cohesion policy, namely the European Regional Fund and Cohesion Fund regarding
the environmental and transport sectors and the European Social Furnd through the
institution building component; and

-to strengthen (1) the environmental administration including for EIAs, for the
management of protected areas, for climate change and to identify sustainable funding
for implementation; (i) the administrative capacity in the sector of agriculture and
rural  development, including food safety, food processing, veterinary and
phytosanitary issues, and focus preparations on scting up basic instruments and
institutions for managing the CAP; as well as to foster the development of a social
inclusive society.

The present programme shall also support the ability to assume EU membership and
implement effcctively the aequis.




In addition to the Commission's Opinion, to the European Partnership, to the EU
Enlargement Strategy Paper, to Europe 2020 Strategy, several national strategies have
been taken into account for the purpose of IPA support. The main documents are (i)
the National Programme for Integration 2008-2012 (NPI) which defines specific short
and medium term activities of relevant institutions, and is based on a detailed analysis
of its implementation capacities, with emphasis on the compatibility of the national
legislation with the EU acquis; (ii) the (draft) Strategic Coherence Framework (SCF)
which gives the main strategic intervention areas and priorities for EU investment
support through components I1T and V. The overall objective of the draft SCF is "to
develop Montenegro as an Ecological State, ensuring ongoing sustainable growth and
facilitating its progress towards EU accession,”

2.a  Priorities selected under this programme

The Government is willing to implement its national strategies and to comply with the
recommendations of the sub-committees, which are part of the stabilisation and
accession process. The projects selection and identification for the purpose of this
2011 programme are the result of a long programming phase. Discussions with the
NIPAC office and the final beneficiaries have lead to the programme presented
herewith.

With the 2011 budget allocation, the EU will thus focus its assistance on the following
priorities: (1) the support to the key priorities of the Commission's Opinion; (2) the
preparation to opening components I11 to V of IPA: and (3} the support to the acqueis.

The matrix in section 2.c presents the distribution of projects throughout this annual
programme.

2.b  Sectors selected under this programme and donors' coordination

The national programme is split between six sectors in line with the draft MIPD 2011-
2013% (1) Rule of Law; (2) Public administration; (3) Environment and Climate
Change; (4) Transport; (5) Social Development; (6) Agriculture and rural
development,

The first two sectors are a priority for Montenegro, as they allow the implementation
of the 'key priorities', as well as for preparing for decentralised management of EU
funds. Sectors 3 to 6 are essential for the socio-economic development of the country
as well as for preparing components 111 to V of IPA.

Rule of Law. The objective is to further support the independence, efficiency,
effectiveness and accountability of the Judiciary; including the penitentiary sector
(social justice) and the law-enforcement bodies, in particular with a view to the fight
against corruption and organised crime; to enhance cooperation and coordination, at
domestic level as well as with relevant international institutions,

The 2011 national programme will include a project on strengthening justice reform,
specifically for improving juvenile justice and detention systcm.

In addition, the programme will tackle the key priorities on anti-discrimination and on
developing sustainable solutions for the Roma, Ashkali and Egyptian (RAE)

' To enter into force after the amendment ot the IPA regulation. e



populations and other vulnerable groups through finding durable solutions for the
population of the Konik camp.

Public administration reform, is also part of the main key priorities, it includes
parliament, media freedom, institution building for the acquis, and civil society. The
objective is to further support the country's efforts (centrally and locally) in its reform,;
to enhance professionalism and de-politicisation of the public administration; to
improve the financial management systems including for decentralised management
of EU funds: to strengthen control and supervision bodies (e.g. Court of Auditors,
Ombudsman etc).

The present programme includes a project to support the Human Resources
Management Authority (HRMA) in the implementation of the Law on Civil Servants
and State Employees.

Another project is foreseen to support tocal self government, as a continuation of the
past years, to pursue efforts for its management and for developing its needed socio-
economic infrastructures.

FEnvironment and Climate Change are main sectors for Montenegro which aims to
increase its tourism potential, as one of highest sources of income. The Opinion
stresses the importance to fully align with the environmental and climate change
acquis; to speed up strategic planning in all scctors and identify sustainable funding
for implementation.

Therefore the present assistance programme to the scctor will contribute towards
creating a cleaner, safer environment for citizens and tourists. Investments shall
comprise wastewater management in Cetinje and Bielo Polje. A project is also
planned in order to continue support to sustainable energy use and to pursue energy
reforms. In addition., another large project is planned to assist the due preparation of
infrastructure projects to be financed under the future component 11T of IPA in this
sector.

Transport. Montenegro faces the opportunity to promote the connection Bar-
Belgrade via combined maritime-railway transport in order to give access 1o the
Balkans and South Central Europe hinterland and gain competitive advantage
compared to already established alternatives TEN-T corridors. Montenegro is also
committed to work with the South East Europe Transport Observatory (SEETO) in
order to implement the priorities defined for the improvement of the transport
infrastructure network.

In the past two years, IPA programmes supported the Railway sector. This is in line
with the Europe 2020 strategy and climate change mitigation efforts. Therefore the
2011 programme concentrates on maritime transport with a project to develop a vessel
traffic management information system.

A large project is planned to assist the due preparation of infrastructure projects to be
financed under the future component IIT of [PA in this sector.

Social Development: the objective of IPA interventions is also to improve social
inclusion in general, to improve social services as well as education and high quality
vocational education and training (VET) system, and improve access of unemployed
people to the labour market. It is also to prepare Montenegro for the implementation
and management of the European Social Fund.
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One project will introduce the European Computer Driving Licence (ECDL)
standards in the cducational system; and twinning lights will assist the country in
preparing for the management of component IV.

Agriculture and rural development: this sector will support the ongoing
development of a2 sustainable agriculture, improve competitiveness and assist
alignment to the common agricultural policy (CAP) and EU standards in areas such as
food policy, sanitary and phytosanitary.

The programme foresees a large project in this sector, as a follow-up of an IPA 2009
project, and in conformity with the future component V. It will support the
preparation of IPARD and will include a grant scheme for investments in agricultural
holdings. The veterinary services will be supported, as a follow up of former
assistance in the sector.

[n addition to the above mentioned sectors, and related to the Acquis, two projects
will deal with support to quality infrastructure and metrology, as a follow up of an
IPA 2007 project, and another one will deal with state aid management.

The present programme also includes the “entry-ticket" for Union programmes, and
foresees support for other project preparation activities and technical assistance.

The assistance related to civil society is presented in the Civil Society Fucility
Commission Decision, and therefore is not part of this document. The project
supporting civil society (sce below) will however be entirely managed by the EU
Delegation.

In line with the Europe 2020 Strategy. Montenegro needs to ensure that the
challenges linked to climate change are addressed, in particular by reducing the
emission intensity of its economic development. The present programme complies
with the principles of sustainable development and meets the requirements of the
environmental acquis, in particular the EIA as well the Birds and Habitats directives.

Some sectors have not been included in the draft M IPD and therefore are not reflected
n this programme. Indeed, in view of the mvolvement of other donors in specific
sectors, of the scarcity of IPA funds, of the need to better focus TPA assistance, of the
involvement of IPA regional multi-beneficiary funds in specific complementary areas,
sectors such as SMEs (due to the IPA regional funds in EFSE, and EBRD), or energy
investments (IPA regional funds, KfW, World Bank) and nuclear aspects (regional
IPA funding) are not foreseen.

In 2011, Montenegro has been allocated a total amount of EUR 34 153 943 divided
between Component Il which amounts to EUR 4 310 344 and Component I which
amounts to EUR 29 843 599. Out of Component I, EUR 3 350 000 is earmarked for
the multi-beneficiary programmes Tempus (EUR 1200000), the horizontal
programme on Nuclear Safety and Radiation Protection (indicative EUR 350 000) and



the Civil Society Facility (separatc Financial Decision, EUR 1 800 000). Therefore
Component I National Programme has a final amount of EUR 26 493 599.

Amounts per sector IPA 2011

SECTORS EUR %

Rule of law 3 700 000 13.97%
Public Administration 2 500 000 0.44%
Environment & Climatc change 7 600 000 28.69%
Transport 2 800 000 10.57%
Social 700 000 2.64%
Agriculture and Rural Development 2 500 000 9.44%
Acquis 1 700 000 6.42%
Support Programmes incl Uniou
Programmes and preparation for
Component 111 4 993 599 18.85%

TOTAL 26 493 599 100.00%

Consultations with donors held in the country showed that priority areas for future
development assistance are environment, good governance and rule of law, as well as
EU accession. Donor coordination with IPA is crucial for the efficient use of scarce
funds. And in 2010, a specific position for donor coordination has been created within
‘he Prime Minister's office. To date, no "lcad donor” {rom EU Member States was
identified for a given sector, due to the small size of the country and given that IPA is
by far the largest donor.

2.c  Description of projects and/or other implementation modalities under
each sector

The projects summarised in this section are described in detail in the respective
project fiches, highlighting for cach of them: how a project contributes to
implementing existing national strategies, the links with the MIPD and the NPI, the
activities, the expected results and indicators of success, the implementation
modalities, as well as the budget, with the tendering, contracting and disbursement
indicative time table, and co-financing. The project fiches also indicate lessons learnt,
as well as activities carried out in the same sector by the other donors.
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2.d  Overview of past and on going assistance (EU / IFI / Bilateral and
national assistance) including lessons learned and evaluations

In a general overview, Italy is supporting sustainable development and environment;
Germany, through GIZ is assisting the employment sector through vocational
education and economic development as well as in the tourism sector, energy
efficiency, and communal land management; Austria is involved in the education and
tourism sector. The Netherlands is supporting the rule of law sector through OSCE
and UNDP mainly. KW is the biggest donor (IF1) in the energy sector, financing
investments in energy production, transmission and energy efficiency measures both
on the supply and on the demand sides. With the World Bank, areas for potential close
cooperation with IPA, have been identified in the sectors of agriculture and food
safety; in energy efficiency and in education. EIB is investing in environment in the
Northern region and in the railways sector, in close collaboration with IPA. United
Nations Industrial Development Organisation has specific expertise in the area of
clusters creation and diagnosis.

Each project fiche describes in detail the donors assistance allocated to the sector and
to similar activities, and gives due attention to be in complementarity with other
donors' activities.

The present programme, with its projects, has taken due account of the absorption
capacity of the Montenegrin administration. Indeed, knowing that a project is
implemented during two years, another project in the same field could not be financed
in a consecutive year,

Related to lessons learnt, expericnce also showed that in the sectors of environment
and transport, an adequate project pipeline and quality project preparation is essential
to success; and competent and strong managerial capacities should be in place, at
local and national Icvels.

Montenegro benefits from the EU-12 political and economic transition management
expericnces, best practices and cxpertise as detailed in the European Transition
Compendium. This Compendium is a useful tool in all priority sectors and objectives
as well as to support the ability to assume EU membership and effectively implement
the acquis.

Today, ownership has increased with the final beneficiaries involved in the
preparation of IPA projects; institutions are showing greater commitments in
implementing strategies as well as programmes; civil society is present in a large
number of instances. In addition, a key lesson lcarnt from the 5% cnlargement process
is that reforms in the judiciary and rule of law should be tackled at an early stage of
the pre-accession process in order to produce results on time.

2.e Horizontal issues

Each project fiche explains how cross-cutting issues shall be mainstreamed for that
specific project. Local actors/bodies, including civil society, are consulted to assist
Montenegrin institutions/organisations in effectively mainstreaming, in line with
European standards, appropriate practices. A portion of the projects’ budgets may be
allocated for this purpose.



Equal opportunities and non-discrimination (Gender equality)

Equality between men and women is one of the fundamental principles of any
democratic society. Yet, many women in Montenegro do not enjoy such rights. The
projects will take specitic account of the nced for gender mainstreaming and the needs
of disadvantaged and marginalised groups. And special cfforts shall be made to ensure
that women are fully included in project activities and benefit from project results.
Since poverty is the result of many forms of gender inequalities (in the workplace and
in families) it will be tackled across a wide range of areas through the projects. In
general, gender needs will be considered as an analytical instrument, from programme
design onwards. The present programme will also benefit from the TPA 2010 Gender
equality project.

Support to Minorities and Vulnerable Groups

Although Montenegro has policies in place to promote the inclusion of minorities and
vulnerable groups, implementation (e.g. in education, use of languages, public
administration, access to health care, etc.) often lags behind. The detailed preparation
of projects has taken into account the specific needs of ethnic communities, in
particular Roma, who are generally considered to be the most marginalised ethnic
group in Montenegro. The activities will include where possible initiatives, which
meet the needs of ethnic communities. Activities will be organised so as to
encourage/facilitate their participation, so as to reflect the diversity of Montenegrin
society. The programme will also benefit from the 2010 Social Inclusion project and
will ensure that these issues are closely looked at throughout any project. A special
project in 2011 for durable solutions for RAE populations in the Konik area will serve
as an example for such initiatives in the future.

Environmental protection

The Counstitution envisages that the couniry will become an “ecological state” and
requires strict environmental standards to be enforced. However, recent years have
seen environmental degradation which directly affects the quality of life, notably of
people living in urban areas, and of minorities who are at greater risk of being
exposed to environmental hazards. Protecting the environment is also crucial to
Montenegro’s growing tourist industry. The projects shall take into account
environmental consideration along the EU acquis, during the implementation of
projects activities. The whole 2011 programme will also benefit from the IPA 2010
awareness raising project, as well as initiatives from NGOs supported under former
IPA programmes. (See also section 4.4 here below)

Good governance and the fight against corruption

Rule of Law is being largely addressed by past IPA programines. The fight against
corruption and organised crime is largely being supported since IPA 2007, annuaily.
Examples are the Support to the implementation of the anti corruption strategy and
action plan in TPA 2010, as well as the [PA 2009 strengthening the police
administration. In addition, anti-corruption measures are being implemented at local
government levels through IPA projects as well. Special care is being paid in the
monitoring of the implementation of these projects, The present programme will
benefit from past assistance, and specific actions for the good governance, with
particular attention to fight against corruption, will be incorporated on a horizontal
basis.




2.e Conditions

The programme includes conditions expressed in detail in each project fiche. Before
contracting, there is enough time to ensure that the conditions are met. These relate to
the following aspects, here below presented in general terms:

» The government formally endorses the projects described in the fiches, including
the identified parallel co-financing commitments.

« The government will ensure that the beneficiary institutions have adequate
financial, material and human resources in order that EU financial support is used
in the most effective and sustainable manner possible.

» Beneficiary institutions will formally endorse the design and tender documents,
including terms of reference (more specifically for projects 4,5, 7, 13).

« The government shall ensure the availability of land, free of ownership claims or
disputes, for the construction of the planned works. The Government shall ensure
long-term sustainability of the actions by allocating the necessary resources,
including running costs and maintenance costs (more specifically for projects 2, 4,
5.9.13).

« Beneficiary institutions organise. select and appoint members (respecting gender
and ethnic balance) of working groups, steering and coordination committees, and
seminars as required by the project activities.

These conditions are detailed and made specific in the project fiches, which are
formally approved by Exchange of Letters between the Commission and the
Government. In the event that these conditions are not met, suspension or cancellation
of the project or specific activitics will be considered by the implementing authority.

2.f Benchmarks

This section shows the indicative benchmarks for the tendering and contracting of the

funds. This is based on the assumption that the Financing Agreement will be signed
carly 2012.

"N" being the date of conclusion of the Financing Agreement

N=2012 N+1=2013 N+2=2014
(cumulative) {(cumulative)
EU NF EU NF EU NF
Number of tenders 13 18 3i 19 33 22
launched
Number of calls for 2 0 3 0 3 0
proposals launched
Contracting Rate(%) 41.67% | 81.81% | 94.44% | 86.36% | 100% 100%
2.g Roadmap for the decentratisation of the management of EU funds without

ex ante controls by the Commission
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In view of the entrustment of budget implementation tasks/conferral of management
(Decentralised Management (DM)) of IPA funds in the future, Montenegro has
prepared several roadmaps, corresponding to components I and 11, to compenents 111
and IV, and to component V. These preparations are broadly under the responsibility
of the Minister of Finance, being the Competent Accrediting Officer (CAQ), and for
the operational level, of the National Authorising Officer (NAQ)who have been newly
appointed, following the changes in the Government in December 2010.

A prerequisite for accessing funds of the three "new” IPA components is indecd the
actual conferral of management of IPA funds to the country, which requires the
establishment of the necessary control and management structures in the country's
administration and a Commission conferral decision following a system audit (the
accreditation). Montenegro has started its preparations in order to avoid loosing
amounts foreseen for components [I1to V.

Montenegro plans to be accredited for decentralised management in 2012 with a
submission of application for the conferral of management for Component [ and I in
Q1 2012 and for Component III and 1V in Q3 2012. For IPA Component V (DG
AGRI in charge), there is ongoing work on developing a first draft of the IPARD
program and the main focus has been given on the preparation of the [PARD agency
and adoption of a formal organisation chart. The Strategic Coherence Framework 1s at
the final stage, and the Operational programmes for the Regional Development
Compenent and for the Human Resources Development are also at the final stage of
preparation.
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3.2 Principle of Co-Financing applying to the projects funded under the programme

The EU contribution, which represents 62.19% of the total budget allocated to this
programme, has been calculated in relation to the eligible expenditure, which in the case of
centralised management is based on the total expenditure. Parallel co-financing will be used®.

In total 20.73% of co-financing is foreseen for institution building (IB} and 46.49% for
Investment. These overall figures exceed the minimum required.

Individual grant agrecements implementing the projects described in point 2b above will be
finranced in full by the Commission, in accordance with Art 253(1)(d) of the Implementing
rules to the Financial Regulation®.

In the case of grants, final grant beneficiaries should contribute with a minimum of 10 % of
the eligible expenditure, both for investment and institution building projects.

4. IMPLEMENTATION ARRANGEMENTS

4.1  Implementation modalities

The programme will be implcmented on a centralised basis by the European Commission in
accordance with Article 53a of the Financial Regulation® and the corresponding provisions of
the Implementing Rules®. This corresponds to most of the projects.

However, project 1 will be implemented by joint management with UNICEF, following
Article 53(d) of the Financial Regulation and the corresponding  provisions of the
[mplementing Rules. The cooperation with UN agencies falls under the Financial and
Administrative Framework Agreement ("FAFA"), the framework agreement signed in 2003
between the European Commission and the United Nations which applies to ail contributions
of the EU to actions managed by the UN entities listed therein, and by those UN specialised
agencies which have subsequently acceded to it.

Project 9 will be implemented by joint management with the World Bank through an
Administrative Agreement, following Article 53d I(a) of the Financial Regutation and the
corresponding provisions of the Implementing Rules. The use of this body is justified by the
wide experience that the World Bank has gained in its international commitments in the
Western Balkans during the recent years and in the agriculture and rural development sector.
In Montenegro, the World Bank has a long expericitce thanks to the MIDAS project in
supporting sustainable agriculture and rural development in a manner consistent with the EU
pre-accession requirements. Based on this experience it is appropriate to delegate
implementing tasks to this international organization,

Project 12 will be implemented in accordance with Article 54(2) (¢) of the Financial
Regulation by indirect centralised management with Gesellschaft fiir Internationale
Zusammenarbeit (GIZ) (former GTZ). The indirect centralised management modus with GI1Z

Under decentralized management, joint co-financing applies.
* COMMISSION REGULATION (EC, EURATOM) Ne 2342/2002 of 23 December 2002 laying down
detailed rules for the implementation of Council Regulation (EC, Euratom) No 16€5/2002 on the Financial
Regulation applicable to the general budget of the European Communities (QOJ L 357, 31.12.2002, p. 1.
" Regulation 1605/2002 (OJ L 248, 16.9.2002. p-1} as amended by Regulation (EC, Euratom) No [995/2006
{OJ L. 350, 30.12.2006. p.1).

® Regulation 2342/2002 (OJ L 357. 31.12.2002. p. I} as last umended by Regulation (EC, Euratom) No
47R/2007 tOJ L 111, 28.4.2007. p. 13). S



has been chosen on the basis of the agency's broad and past positive experience in the state
aid sector (6-pillar assessment of 29 January 2008).

Project 13 will be implemented by joint management with the United Nations Industrial
Development Organisation through a Contribution Agreement, following Article 53d 1(a) of
the Financial Regulation and the corresponding provisions of the Implementing Rules. The
use of this body is justified by its specific expertise in the area of clusters creation and
diagnosis. UNIDO has supported Montenegro in few areas among which Cluster and Business
Linkages. Based on this experience it is appropriate to delegate implementing tasks to this
international organization.

Project 8 foresces a direct grant contract to be negotiated with ECDL Foundation under Art
168.1.¢c IR, due to its monopolistic situation in the country on the educational systems. Project
15 foresees a direct grant contract to be negotiated with the Council of Europe (CoE) due to
its special aptitude to assist the ombudsman institutions, under Art 168.1.c IR as well.

42  General rules for procurement and grant award procedures

Procurement shall follow the provisions of Part One, Title V and Part Two, Title [V of the
Financial Regulation No 966/2012 of the European Parliament and of the Council of 25
October 2012 and, Articles 260 et seq. of its Rules of ApplicationT.

Grant award'procedurcs shall follow the provisions of Part One, Title VI of the Financial
Regulation and Part One, Title VI of its Implementing Rules.

The essential selection criteria are the financial and operational capacity of the applicant. The
award criteria are relevance, effectiveness and feasibility, sustainability and cost-effectiveness
of the action. The detailed selection and award criteria will be laid down in the Calls for
proposals — Guidelines for applicants.

4.3  Implementation Principles for Twinning Projects

Twinning projects shall be set up in the form of a grant agreement, whereby the selected
Member State administrations agree to provide the requested public sector expertise against
the reimbursement of the expenses thus incurred.

The contract may in particular provide for the long-term secondment of an official assigned to
provide full-time advice to the administration of the beneficiary country as resident twinning
advisor.

The twinning grant agreement shall be established in accordance with relevant provisions of
Part One, Title VI of the Financial Regulation and Part One, Title V1 of its Implementing
Rules.

The beneficiary country shall, as a rule, co—finance at least 5% of the eligible cxpenditure.

The twinning manual is available on the Website of DG ELARG at the following address:
http:Hec.europa.euienlargement/ﬁnancial_assistance/institution“building/twinning_en.h
tm

144  Environmental Impact Assessment and Nature Conservation

" Regulation 1268/2012 of 29 October 2012

T :II .
% I
!



All investments shail be carried out in compliance with the relevant EU cnvironmental
legislation,

As a consequence, since projects 2, 4, 5, 13 fall within the scope of the annexes of the EIA
Directive®, an environmental impact assessment shall be made for each project’, equivalent to
that provided for by the EIA Directive.

5. MONITORING AND EVALUATION
5.1  Monitoring

The Commission may undertake any actions it deems necessary to monitor the programmes
concerned.

5.2 Evaluation

Programmes shall be subject to ex ante evaluations, as well as interim and/or, ex post
evaluations in accordance with Articles 57 and 82 of IPA Implementing Regulation, with the
aim of improving the quality, effectiveness and consistency of the assistance from EU funds
and the strategy and implementation of the programmes.

The results of evaluations shall be taken into account in the programming and implementation
cycle. The Commission may also carry ot strategic evaluations.

6. AUDIT, FINANCIAL CONTROL AND ANTI-FRAUD MEASURES

The accounts and operations of all partics involved in the implementation of this programme,
as well as all contracts and agreements implementing this programme, are subject to, on the
one hand. the supervision and financial control by the Commission (including the European
Anti-Fraud Office), which may carry out checks at its discretion, either by itself or through an
outside auditor and, on the other hand, audits by the European Court of Auditors. This
includes measures such as ex-ante verification of tendering and contracting carried out by the
Delegation in the Beneficiary Country.

In order to ensure the efficient protection of the financial interests of the European Union, the
Commisston (including the European Anti-Fraud Office) may conduct on-the-spot checks and
inspections in accordance with the procedures foreseen in Council Regulation (EC, Euratom)
2185/96'°.

The controls and audits described above are applicable to all contractors, subcontractors and
grant beneficiaries who have received EU funds.

7. LIMITED CHANGES

Limited changes in the implementation of this programme atfecting essential clements listed
under Article 90 of the Implementing Rules to the Financial Regulation, which are of an

¥ Council Directive 85/337/EEC of 27 June 1985 on the assessment of the effects of certain public and private

projects on the environment (OJ L 175 5.7, 1983. p. 40}. Directive as last amended by Directive 2003/35/EC
(OJL 156, 25.60.2003, p. 17).
Cf. Annex EIA to the corresponding investment project tiche,

YOI L 292 15.11.1996: p. 2
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indicative nature'!, may be undertaken by the authorising officer by delegation (AQD), or by
the authorising officer by sub-delegation (AOSD), in line with the delegation of powers
conferred upon him by the AOD, in accordance with the principles of sound financial
management without an amending financing decision being necessary.

srants. the indicative amount of the call for proposals

" These essential elements of an indicative nature are, for
isaged and the indicative time frame for

and, for procurement, the indicative number angd type of contracts env
launching the procurement procedures.




List of abbreviations
CAO
CAP
CCLSGR
CEFTA
CIP
CPC
C80s
DACI
EAR
EBRD
ECDL
EIA
EIB
FAQ
FDI
HRMA
[FI{s)}
IPARD
Kfw
MAFWM
MEI
MIDAS
MIFF
MIPD
NPI
NTS
OECD
QOSCE
PAO
PAR
QIM
RAE
SAA
SCF
SEETO
SIGMA
SMEDA
SPOs
SWAP
SWOT
TEN
UNDP
UNICEF
UNIDO
USAID
VTMIS
WB
WWTP

Competent Accrediting Officer

Common Agriculture Policy

Committee for Coordination of Self-Government Reform
Central European Free Trade Agrecment

Competitiveness and Innovation Programme (EU Programme)
Criminal Procedure Code

Civil society organisations

Directorate for Anti-Corruption Initiative

European Agency for Reconstruction

European Bank for Reconstruction and Development
European Computer Driving License

Environmental Impact Assessment

European Investment Bank

Food and Alimentation Organization

Foreign Direct Investment

Human Resources Management Authority

International Financing Institutions

Instrument for Pre-Accession Assistance in Rural Development
Kreditanstalt fuer Wiederautbaw/German Development Bank
Ministry of Agriculture, Forestry and Water Management
Ministry for European Integration

Montenegro Institutional Development and Agriculture Strengthening
Multi-annual Indicative Financial Framework
Multi-Annual Indicative Programming Document

National Programme for Integration 2008-2012

National Training Strategy

Organisation for Economic Co-operation and Development
Organisation for Security and Cooperation in Europe
Programme Authorising Officer

Public Administration Reform

Quality Infrastructure and Metrology

Roma, Ashkaly and Egyptian populations

Stabilisation and Association Agreement

Strategic Coherent Framewaork

South East Europe Transport Obscrvatory

SIGMA is a joint initiative of the EU and OECD
Directorate for Smail and Medium-sized Enterpriscs
Senior Programme Officers

Sector Wide Approach

Strengths, Weaknesses, Opportunities and Threats analysis
Trans-European Network

United Nations Development Programme

United Nations Children's Fund

United Nations Industrial Development Organization
United States Agency for International Development
Vessel Traffic Management Information System

World Bank

Waste Water Treatment Plant
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